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Disclaimers

For the purposes of the following disclaimers, references to this "document" shall be deemed to include references to the presenters' 
speeches, the question and answer session and any other related verbal or written communications.

This document contains certain “forward-looking statements” with respect to Severn Trent’s financial condition, results of operations and 
business, and certain of Severn Trent’s plans and objectives with respect to these items. Forward-looking statements are sometimes, but 
not always, identified by their use of a date in the future or such words as “anticipates”, “aims”, “due”, “could”, “may”, “should”, “expects”, 
“believes”, “intends”, “plans”, “targets”, “goal” or “estimates”.  By their very nature forward-looking statements are inherently unpredictable, 
speculative and involve risk and uncertainty because they relate to events and depend on circumstances that will occur in the future. There 
are a number of factors that could cause actual results and developments to differ materially from those expressed or implied by these 
forward-looking statements.  These factors include, but are not limited to, changes in the economies and markets in which the Group 
operates; changes in the regulatory and competition frameworks in which the Group operates; changes in the markets from which the 
Group raises finance; the impact of legal or other proceedings against or which affect the Group; and changes in interest and exchange 
rates. All written or verbal forward-looking statements, made in this document or made subsequently, which are attributable to Severn 
Trent or any other member of the Group or persons acting on their behalf are expressly qualified in their entirety by the factors referred to 
above.  Severn Trent does not intend to update these forward-looking statements.

This document is not an offer to sell, exchange or transfer any securities of Severn Trent Plc or any of its subsidiaries and is not soliciting 
an offer to purchase, exchange or transfer such securities in any jurisdiction.  Securities may not be offered, sold or transferred in the 
United States absent registration or an applicable exemption from the registration requirements of the US Securities Act of 1933 (as 
amended).   Without prejudice to the above, whilst Severn Trent Plc accepts liability to the extent required by the Listing Rules of the UK 
Listing Authority for any information contained within this document which Severn Trent Plc makes publicly available as required by the 
Listing Rules;

(a) neither Severn Trent Plc nor any other member of the Group or persons acting on their behalf shall otherwise have any 
liability whatsoever for loss howsoever arising, directly or indirectly, from use of the information contained within this 
document; 

(b) neither Severn Trent Plc nor any other member of the Group or persons acting on their behalf makes any representation 
or warranty, express or implied, as to the accuracy or completeness of the information contained within this document.

Without prejudice to the above, no reliance may be placed upon the information contained within this document to the extent that such 
information is subsequently updated by or on behalf of Severn Trent Plc.

Past performance of securities of Severn Trent Plc cannot be relied upon as a guide to the future performance of securities of Severn Trent 
Plc.
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Interim Results
6 Months to 30 September 2007

Presentation – 27 November 2007
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Mike McKeon
Finance Director
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* Excluding exceptional items
** Excluding exceptional items and IAS 39 fair value adjustments
*** Excluding exceptional items, IAS39 fair value adjustments and deferred tax

Highlights

6.9%24.3422.77Interim

Dividend (pence per share)

15.9%64.7p55.8pBasic EPS (pence)
from continuing and discontinued operations

13.1%47.6p42.1pAdjusted Basic EPS*** (pence)

13.5%162142Profit Before Tax (PBT**)

14.2%250219
Profit Before Interest and Tax 
(PBIT*)

3.7%774746Group Turnover

Change 
%

H1 2007/08 
£m

H1 2006/07 
£m
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610

641223
(12)36

H1 2006/07

Allow
ed Pric e (RPI + K)

Consumption

Cust om
er rebate accrual

Net gr owth/m
eter optants

Other

H1 2007/08

Water and Sewerage Turnover

Water and Sewerage Turnover
£m

Business segment turnover is stated gross (i.e. including inter segment trading)

+5.0%
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247.1

225.6

(3.5)(4.2)5.8(6.8)30.2

H1 2006/07

Turnover

Net  Cost  Impact 

Ener gy

Infra struct ure

Depreciation

H1 2007/08

Water and Sewerage PBIT

Water and Sewerage PBIT
£m

+9.5%

Numbers shown before exceptional items
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Financial impact of floods

■ Net exceptional costs charged in H1 2007/08 are £18.2 m
− Gross costs incurred and provided for at                        

30 September 2007 £23.2m
− Insurance recoveries received to date £5.0m

■ Work ongoing to fully assess the longer term impact of  
flood damage on all elements of the affected network  

■ Overall estimate of gross economic cost and insurance 
recoveries in dealing with the incident unchanged at £25m 
to £35m and £10m to £20m respectively
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Water Technologies and Services performance

10.1%

£9.0m

£137.7m

H1 2006/07 

12.2%

6.3%

Change
%

ROIC***

PBIT**

Turnover*

11.8%

£10.1m

£146.4m

H1 2007/08

• H1 2006/07 turnover adjusted for disposals and impact of exchange rates (See Appendix slide 49)

**  PBIT before exceptional items

*** Return On Invested Capital (LTM PBIT before exceptionals/Net operating assets plus gross goodwill from acquisitions)
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Corporate & Other

(14.8)

(1.3)

(13.5)

H1 2006/07 
£m

PBIT*

Other

Corporate Costs 56.3%(5.9)

146.2%0.6

64.2%(5.3)

Change 
%

H1 2007/08 
£m

Integration of Head Office functions now complete
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197.4

172.8

(38.6)

(30.9)6.3

(55.2)

(37.0)

(90.8)

7.1

(35.5)
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Cash Flow

H1 2007/08 operating cash flow
£m
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Liquidity position

■ Un-drawn committed bank facilities of £500m

■ Cash on deposit of £423m

■ No commercial paper outstanding 

■ Committed facilities cover next 18 months maturities

■ Index linked debt increased from £0.6bn to £1.0bn

■ Average maturity > 20 years
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2,867 3,128 3,166

30 Sept 2006 31 Mar 2007 30 Sept 2007
Net Debt*

Net debt
£m

■ 69% at fixed interest rates
■ Average maturity at 30 Sept 2007 20 years
■ Recent index linked debt issuance:

− £400m of new long-dated 50-60 year index-
linked debt
− Index linked debt now 31% of total debt 
portfolio

■ Regulated Entity (Severn Trent Water) net debt 
£3,266m

Interest
£m

■ Effective rate circa 5.6 % *
■ Interest cover*:

− 4.1 times EBITDA **

− 2.8 times PBIT 

88.677.3

(6.3)

(6.7)

H1 2006/07 H1 2007/08

Net finance cost Net pension credit

Group finance charges and net debt

* Excluding derivative financial instruments
** Profit before interest, tax, depreciation, exceptionals and 

amortisation of intangible assets

84.0
94.9
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Effective rate of tax

H1 2006/07 Effective current tax rate %

*Attributable to PBT before IAS 39 fair value adjustments, exceptional items and share of results of associates and joint ventures. Excluding discontinued operations

2007/08 Full Year Severn Trent Group in range of 28%-32%

30.5% 30.8%

0.3%

Effective rate* Exceptional items      
(incl prior year adjs.)

H1 2007/08 as reported

H1 2007/08 Effective current tax rate %

30.8% 27.4%

(3.4%)

Effective rate* Exceptional items      
(incl prior year adjs.)

H1 2007/08 as reported
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Financial summary

� Head office costs reduced

� Delivering on dividend growth commitment

� On track to deliver 2007/08 financial performance               
as expected
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Tony Wray
Chief Executive
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Focus on water 

■ The right team to deliver

■ Legacy issues

■ Focus on water
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The right team to deliver

Tony Wray
Chief Executive

Mike McKeon
Finance Director

Len Graziano
President & CEO, 

Water Technologies 
& Services

Tony Ballance
Director of 

Regulation & 
Competition

Fiona Smith
General Counsel & 
Company Secretary

Alec Luhaste
Director of Human 

Resources

Peter Gavan
Director of 

External Affairs

Alec Richmond
Director of Audit

Andy Smith
Director of Water 

Services

Richard Martin
Director of Waste 
Water Services

Martin Kane
Director of 
Customer 
Relations

David Pirie
Director of 

Information Systems

Nick Burraston

Director of Safety, 
Quality & Standards
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Legacy Issues

■ SFO

■ Ofwat
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Focus on water

� Benchmark our performance

� Prioritise and validate options

� Start implementing quick wins e.g. 
head office integration

� Define implementation plan

Dec 2006

Deliver on KPIs

Diagnose, evaluate options and 
build plans

Group restructuring –
focus on water

Jun 2007

� Separate Clean Water and 
Wastewater operations

� Detailed process reviews

� Implement plan

Feb 2007

New 
Organisation

Today

� Focus on delivery…
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We are now on a journey…

Severn Trent opening position at 1 April 2007: lower quartile median upper quartile

Key Area Objective
Worst Best

Provide a safe working environment Lost time incidents 

Develop a confident & productive workforce Employee motivation

Provide a world class product Water Quality (Mean Zonal compliance)

Customer Written Complaints

First Time call resolution for billing %

Unplanned interruptions per 1000 properties

Properties at risk of low pressure

First Time Job resolution

Development of a sustainable service Performance against Regulatory Obligations

Capex Vs Final Determination

Capital Process Quality

Manage Trade Debt Debtor days 

Opex Vs Final Determination

Cost to serve per property

Pollution Incidents - Cat 1, 2 and 3

Sewer Flooding - Other causes

Sewage treatment works-Breach of consents

Raw water storage

Net Energy use

Leakage ml/d - current DMA

Employee

Customer

High class interaction with the customer

Provide a world class operational service

To be decided

Management of cost base

Measure Relative Performance

To be decided

Environment

Minimise Environmental Impact

Maximise use of resources

Financial

Asset base enhancement

SLIDE FROM PRELIMINARY RESULTS PRESENTATION 6 JUNE 2007
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Focus on delivery

■ Good performance and improvement in some 
key areas:
− Leakage
− Customer complaints 
− Pollution incidents
− Opex. vs. Final Determination
− Capex. vs. Final Determination
− Lost time incidents (safety)
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KPI: Leakage

■ Proactive focus on 600 worst performing DMAs to bri ng them under
control

■ Resource plans affected by the Mythe incident, henc e backlog of 
leakage jobs in Aug/Sep

DMA Leakage profile

DMA leakage performance is well ahead of last year and on target

400

410

420

430

440

450

460

Apr May Jun Jul Aug Sep Oct Nov* Dec Jan Feb Mar

M
l/d

2006/07 2007/08
* Nov 2007/08 estimate based on first 3 weeks data & 1 week forecast



23

KPI: Customer complaints

Customer written complaints
per 1,000 properties

■ Billing System performance stabilised
■ Business Process Reviews identifying and delivering efficiency opportunities
■ Sufficient call centre agents trained and in post & Contact Centre workforce matched to 

call volumes

0

1

2

3

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar

2006/07 2007/08

Half-
yearly 
billing 
effect

Steady improvement, more to do
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KPI: Pollution incidents

Pollution incidents*
per 1,000 properties

15
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n-0
7
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-0
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-0
7

Category 3 Category 1&2 Moving annual average

* Confirmed incidents, incidents after Jan-07 may be subject to further categorisation by the Environment Agency

Pollution reduction plan delivering improvements
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KPI: Opex. vs. Final Determination 

■ Actual FY 2006/07:
− Overshot Ofwat’s Final Determination by £18.9m 
principally due to rising energy costs

■ Forecast FY 2007/08: 
− On track to meet Ofwat’s Final Determination
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KPI: Capex. vs. Final Determination

■ H1 2007/08 gross capex.* is £258.1m 

■ Delivery of Water and Waste AMP4 obligations 
on track

■ Forecast 6% efficiency over AMP4

* UK GAAP before taking account of grants and other income
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Water Technologies and Services

■ Focus on Water

■ Growth Opportunities

− Existing technology to new markets

− New technology to existing markets

■ Delivering revenue, margin and ROIC* growth

* Return On Invested Capital (LTM PBIT before exceptionals/Net operating assets plus gross goodwill from acquisitions)
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The longer term

■ The summer 2007 flooding raised three broad questions 
for our business:

− The adequacy of flood defences
− The degree of system resilience such that the failure of a key asset can 

be substituted by other means without interruption of service

− The adequacy of contingency planning should supplies fail

■ Select Committee & Inquiry conclusions 

■ Strategic Direction Statement

■ PR09 Ofwat consultation

www.stwater.co.uk/sds
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Focus on Water

� The right team

� Delivering our investment programme and sustainable 
investment returns

� Focus on Water
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Q & A
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Appendix
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Contact Details – Investor Relations

Venetia Cooper
Investor Relations Manager

Severn Trent Plc
2297 Coventry Road
Birmingham
B26 3PU
United Kingdom

Tel: +44 (0)121 722 4523
Fax: +44 (0)121 722 4294

e:mail venetia.cooper@stplc.com

www.severntrent.com
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130.4

16.8

113.6

(2.4)

(43.8)

159.8

0.6

13.3

(77.3)

223.2

4.2

219.0

(527.2)

746.2 

30 Sep 
2006
£m

Variance
%

Variance
£m

30 Sep 
2007 
£m

16.621.7152.1Profit for the period

(100.0)(16.8)-Discontinued operations

(609.5)(25.6)(21.4)Exceptional items

2.45.4228.6Profit before interest and tax (Operating profit)

152.1

48.7

(46.1)

149.5

0.1

9.4

(88.6)

250.0

(524.0)

774.0

33.938.5Profit after tax from continuing operations

(2,129.2)51.1Deferred tax

(14.6)(11.3)Net interest

(5.3)(2.3)Current tax

(6.4)(10.3)Profit before tax

(83.3)(0.5)Share of results of associates and joint ventures

(29.3)(3.9)Fair value movements in treasury instruments

14.231.0Profit before exceptional items, interest and tax

0.63.2Operating costs

3.727.8Turnover

Group income statement summary      
Six Months to 30 September 2007



36

48.1

41.7

48.6

42.1

Pence

0.9

129.5

130.4

H1 2006/07
£m

33.516.164.2Diluted EPS

13.25.547.2Adjusted diluted EPS before exceptional items, IAS 39 fair value 
adjustments and deferred tax)

Diluted earnings per share from continuing operatio ns

33.116.164.7Basic EPS

13.15.547.6Adjusted basic EPS before exceptional items, IAS 39 fair value adjustments 
and deferred tax)

150.9Attributable to - Equity holders of the company

1.2 - Minority Interests

152.1Profit for the period

Pence

H1 2007/08 
£m

Variance
%

Variance
pence

Basic earnings per share from continuing operations

Group Earnings
Six months to 30 September 2007
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90.95,612.0Property, plant and equipment5,521.1

72.4%

1,205.0

(83.7)

(3,166.2)

(841.3)

(64.6)

5,360.8

(404.2)

4.2

148.8

30 Sep 
2007 

£m

73.3%

1,137.3

(102.6)

(3,127.6)

(891.1)

(59.0)

5,317.6

(357.9)

4.1

150.3

31 Mar 
2007 

£m

67.7

18.9

(38.6)

49.8

(5.6)

43.2

(46.3)

0.1

(1.5)

Movement since 
31 Mar 2007

£m

Derivative financial liabilities

Gearing*

Net assets

Net debt

Working Capital/provisions

Deferred tax provision

Tax creditor

Capital employed

Other non-current assets

Intangible assets

Group balance sheet
30 September 2007

* Net debt divided by net debt and equity
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Movements on shareholders’ equity
Six months to 30 September 2007

1,205.0

(2.9)

7.1

1.6

(90.8)

152.7

1,137.3

H1 2007/08 
£m

At 31 March

At 30 September

Credit from share based payments charge

Tax on share based payments posted directly to reserves

Shares issued (net of shares purchased for ESOP)

Dividends

Total recognised income for the financial period
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Severn Trent PlcSevern Trent WaterShort-Term

P2P1Moody’s

A1A1Standard & Poor’s

Confirmed by Rating Agencies.

A-AStandard & Poor’s

A3A2Moody’s

Severn Trent PlcSevern Trent WaterLong-Term

Credit ratings
30 September 2007
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Segmental analysis of capital employed
30 September 2007

5,317.6

(78.6)

128.7

5,267.5

Total
31 March 2007

£m

5,360.8

(55.8)

132.6

5,284.0

Total
30 Sep 2007

£m

48.484.2Water Technologies and Services

-(55.8)Other

48.45,312.4Group

-5,284.0Water and Sewerage

Goodwill
30 Sep 2007

£m

Net operating assets
30 Sep 2007

£m
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PBITD* analysis
Six months to 30 September 2007

* Profit before interest, tax, depreciation and amortisation of intangible assets, excluding exceptional items

** Excludes businesses classified as discontinued.

£m£m

335.6

(17.7)

16.1

337.2

H1 2006/07

Group

367.3Group**

H1 2007/08

(8.2)

13.2

362.3

Group

Water Technologies and Services

Other

Water and Sewerage
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Depreciation* analysis
Six months to 30 September 2007

* Including amortisation of intangibles, excluding profit/loss on disposal of fixed assets and deferred income write back

£m£m

116.6

(2.1)

7.1

111.6

H1 2006/07

Group

117.3Group

H1 2007/08

(1.0)

3.1

115.2

Group

Water Technologies and Services

Other

Water and Sewerage
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Capital expenditure (net cash)*
Six months to 30 September 2007

* Net of grants received and proceeds of sale

(217.5)Group(192.7)

(31.8)
(1.6)

(159.3)

3.0

(2.8)

(159.5)

H1 2006/07 
£m

-
-

Waste Management
US Laboratories

(217.5)

2.9

(3.9)

(216.5)

H1 2007/08 
£m

Water Technologies and Services

Other

Water and Sewerage
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Water and Sewerage – income statement highlights
Six months to 30 September 2007

* Operating costs include profit on disposal of non-current assets of £0.7m (£1.8m)
** Net of other income but excluding management charges of £2.0m (£2.2m)

(2.3)(8.6)(389.7)Severn Trent Water*(381.1)

21.81.2(4.3)Retail & Utility Services(5.5)

(72.2)(1.3)0.5Intra segment trading1.8

4.828.8634.2Severn Trent Water605.4

1.50.16.9Retail & Utility Services6.8

72.21.3(0.5)Intra segment trading(1.8)

9.5

(2.3)

4.9

Change
%

247.1

(393.5)

640.6

H1 2007/08 
£m

225.6

(384.8)

610.4

H1 2006/07 
£m

Turnover 

21.5

(8.7)

30.2

Change
£m

PBIT**

Operating Costs
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Severn Trent Water – turnover
Six months to 30 September 2007

0.53.2Rebate accrual

Net growth/meter optants

0.74.2New customers/Income protection

(0.4)(2.7)Meter optants

5.935.7RPI + K

5.9641.1

Consumption

4.8

4.2

0.1

4.2

(2.0)

%

605.4Six months to 30 September 2006

634.2

631.0

0.4

631.6

(12.0)

£m

Other

Six months to 30 September 2007

Reduced consumption
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381.1

42.5

107.7

230.9

H1 2006/07
£m

2.3

9.9

3.2

0.4

Variance
%

8.6

4.2

3.5

0.9

Variance
£m

389.7Total

46.7Infrastructure renewals

111.2Depreciation**

231.8Direct operating costs*

H1 2007/08
£m

Severn Trent Water – operating costs
Six months to 30 September 2007

* Net of other income £2.0m (£1.5m) but excluding management charges
** Net of amortisation of grants and contributions and profit on disposal of property, plant and equipment, and after profit on disposal of non 

current assets of £0.7m (£1.8m)
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Severn Trent Water – capex reconciliation
Six months to 30 September 2007

* Capex at outturn prices after deduction of grants and contributions

216.5IFRS capex (net cash)

0.8Other

28.6Movement on capital creditors

188.5

235.2UK GAAP net capex*

(1.4)Proceeds on sale of fixed assets

(22.9)Less grants and contributions

(46.7)Treated as IFRS infrastructure operating expenditure

258.1UK GAAP gross capex

H1 2007/08 
£m
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Severn Trent Water – RCV
30 September 2007

6,4306,1545,9035,5465,209
STW Actual/Estimated 
Outturn**

2009/102008/092007/082006/072005/06£m

6,013

5,292

5,803

5,107

5,898

5,191

5,5465,209
Ofwat Actual/Projected 
Outturn***

4,9814,853Per Determination*

*    2002/03 prices
**   At year-average outturn prices, Including inflation assumption of 3.8%, 2.6% and 2.5% in years 2007/08, 2008/09 and 2009/10 respectively
*** Ofwat estimated outturn using year end 2006/07 RPI Source Ofwat website
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Water Technologies and Services performance

6.3%

(2.1)%

Change
%

Exchange rate impact

Pipeline Services

Turnover

146.4137.7

-(6.6)

146.4144.3

(-)(5.2)

146.4149.5

H1 2007/08
£m

H1 2006/07 
£m
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